An evaluation of the business support services rendered by university-based incubator by Mahmud, Nur Azri
  
 
AN EVALUATION OF THE BUSINESS SUPPORT SERVICES RENDERED BY 
UNIVERSITY-BASED INCUBATOR 
 
 
 
 
 
NUR AZRI BINTI MAHMUD 
 
 
 
 
 
A thesis submitted in partial fulfillment of the  
requirements for the award of the degree of  
Master of Management (Technology). 
 
 
 
 
Faculty of Management 
Universiti Teknologi Malaysia 
 
 
 
 
JULY 2015 
 
 
 
 
 iii 
 
 
 
 
 
 
 
To my parents 
 
Mr. Mahmud Hj. Edan & Mrs. Hasinah Hamid 
For their endless love, continues support and courage 
 
And  
 
To My Little Brothers 
 
Mohd. Ismat & Mohd Ikmal 
They have been my inspiration and my soul mates. 
 
This humble work is a sign of my love to you! 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 iv 
 
 
 
ACKNOWLEDGEMENT 
 
 
Alhamdulillah for all His blessings that made this journey possible. Completing this 
thesis is one of the major achievements of my life, and there are many who should be 
acknowledged for the role that they have played. 
 
First, it is with immense gratitude that I acknowledge the invaluable supervision of 
my supervisor, Dr. Md. Razib Bin Arshad. He has been dedicated in guiding me with 
unwavering support throughout this academic journey. His immense knowledge, 
optimism, patience, and encouragement have been my source of motivation 
throughout this journey. I am truly honored and humbled to have had such a 
dedicated supervisor.  
 
I express my sincere thanks to Dr. Ahmad Jusoh for the statistical analysis aspect of 
this thesis, and other member of Faculty of Management for their invaluable help in 
preparing this thesis.  
 
I am deeply indebted to Muhammad Haikal Bin Ab Rahim who has supported me 
over the last five years. His keen support and encouragement were a great help 
throughout the course of this research work. 
 
Finally, I would like to thank my friends whose acquaintance I cherish. Special 
thanks to Fiza, Wani, Qurattu, Aini, Ira, Tasha and Amir. Thank you for listening, 
offering me advice, and supporting me through this entire process. I look forward to 
continuing our relationships. 
 
 
 
 
 
 v 
 
 
 
ABSTRACT 
 
 
Business incubation program has been established in Malaysia to help new 
businesses for almost two decades. Many developing countries including Malaysia 
advocates that business incubation with present of comprehensive support services 
will contribute to the economic growth of the country. However, appropriate support 
services that should be rendered by the incubator to their incubatees remain unclear 
especially in Malaysia. This raises a big problem when the expectations of the 
incubatees did not concomitant with the services provided by the incubator. 
Therefore, this research aims to examine more preferred support services, which the 
incubatees find useful and can contribute to the their success. Apart form that, 
researcher aims to critically examine the expectation gap between incubatee’s 
perceptions of importance of support services listed with the existence 
availability/quality of the support services that have been provided by incubator. 
Four main types of support services were examined to be most common support 
services which are resources provision, training program, consultancy and 
management services and network mediation. In order to answer the objective of this 
research, the result has been analyzed in detail by descriptive statistics, paired t-test, 
and gap index formula. Findings reveal that networking mediation holds a huge gap 
in between incubatee’s expectation and the services availability while training 
program, consultancy and management services and resources provision was 
recorded to have a smaller expectation gap. Researcher has suggested few 
recommendations at the end of this study and it is hoped that, general guidelines for 
the future incubator in formulating their business strategy could be proposed.   
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ABSTRAK 
 
 
Program inkubasi perniagaan telah ditubuhkan di Malaysia bertujuan untuk 
membantu perniagaan baru dan telah dilaksanakan selama hampir dua dekad. 
Banyak negara-negara membangun termasuk Malaysia berpendapat bahawa inkubasi 
perniagaan dengan adanya perkhidmatan sokongan yang komprehensif akan 
menyumbang kepada pertumbuhan ekonomi negara. Walau bagaimanapun, 
perkhidmatan sokongan yang sesuai yang perlu diberikan oleh inkubator untuk 
penyewa mereka masih tidak jelas terutamanya di Malaysia. Ini menimbulkan satu 
masalah besar apabila jangkaan ahli-ahli penyewa tidak seiring dengan perkhidmatan 
yang disediakan oleh pihak inkubator. Oleh itu, kajian ini bertujuan untuk mengkaji 
perkhidmatan sokongan yang menjadi pilihan, di mana ahli-ahli penyewa mendapati 
ianya berguna dan boleh menyumbang kepada kejayaan mereka. Selain daripada itu, 
penyelidikan ini bertujuan untuk mengenal pasti jurang jangkaan antara persepsi 
penyewa terhadap kepentingan perkhidmatan sokongan yang disenaraikan dengan 
ketersediaan perkhidmatan sokongan yang telah disediakan oleh inkubator. Empat 
jenis perkhidmatan sokongan telah disenaraikan untuk menjadi perkhidmatan 
sokongan yang paling penting antaranya peruntukan sumber, program latihan, 
khidmat rundingan dan pengurusan dan rangkaian. Dalam usaha untuk menjawab 
objektif kajian ini, keputusan penyelidikan telah dianalisis secara terperinci 
menggunakan statistik deskriptif, ujian-t berpasangan, dan formula indeks jurang. 
Keputusan penyelidikan menunjukkan bahawa rangkaian memperoleh jurang yang 
paling besar di antara persepsi penyewa terhadap kepentingan perkhidmatan 
sokongan dengan ketersediaan perkhidmatan sokongan manakala program latihan, 
perundingan dan pengurusan peruntukan dicatatkan mempunyai jurang jangkaan 
yang lebih kecil. Penyelidik telah mencadangkan beberapa cadangan di akhir kajian 
ini dan adalah diharapkan, garis panduan umum untuk inkubator masa depan dalam 
merangka strategi perniagaan mereka boleh dicadangkan. 
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 CHAPTER 1
INTRODUCTION 
1.1 Background of Study 
In the 21
st
 century, the core of economic development of any countries 
depends indirectly on the development of entrepreneurs and creation of new 
enterprises (Studdard, 2006). Udell, 1990 stated that by focusing on the development 
of entrepreneur, enterprises are capable in driving innovation, create job 
opportunities and generate high gross domestic product (GDP). Such can also be 
reinforced where more attention has been granted to the development of new 
enterprises and how new enterprises can make effective use of innovation, integrate 
information and knowledge in order to constantly create value for their business 
(Khalid, 2009).  
Today, in this challenging world, society and consumers become more 
diversified, and require changes in every aspect especially in terms of new products 
and services. Consumers demand for changes and they prefer to have innovative and 
creative environment around them (Anna, 2007). In order to comply with the 
consumers demand, the industry and market need to take action on this insistence 
and indirectly existing enterprises and newly developed enterprise need to blend with 
market new needs (Abetti, 2004). Thus, both developed and developing countries put 
forth their plans to develop their economy and create employment opportunities by 
focusing on the creation of innovative and creative enterprises (Robin, 2009). 
Therefore, innovation becomes a drive to stimulate the development and create value 
for enterprises. 
Due to that, innovative cultures are recommended to be implemented in every 
enterprise. For existing enterprises, they may not face a big problem to implement 
such changes relatively because they are already relatively equipped with the 
resources including financial sources, experience and management skills. On the 
other hand, for the newly developed enterprises, they merely face a major problem to 
suit the market need with their business process and they are more vulnerable to 
failure. According to Hamdani (2006) new enterprises tend to fail in higher 
proportions than mature businesses. Research shows that new enterprises only 
managed to survive in their first five years after establishment (Kanagarajah, 2006). 
This is due to lack of management knowledge, skills and funding sources.   
To overcome the failure rate problem, various initiatives have been 
introduced by the government to enhance the survival rates of new enterprises such 
as providing subsidies, controlling the inflow of foreign products, provision of 
business soft loans from government, lowering interest rates charged on loans, 
business personal training in entrepreneurship skill and establishment of business 
incubation (Sudi, 2013). Sudi also mentioned that out of several approaches that have 
been listed above, business incubation proved to be more compatible to overcome the 
business failure. This fact is in line with the statement stated by Andrew (1998) in a 
recent research which indicates that the platform of entrepreneurship and incubation 
has been identified to be the most important policy for governments in order to assist 
new enterprise in technology innovation, entrepreneurial information diffusion and 
operation fund access. Building from that idea, incubation is believed to be one of 
the most effective alternatives for assisting entrepreneurs in starting a new business 
and helping them survive during the start-up period (Antal, 2006).  
 
In order to understand the function of incubation, various definition of 
incubation been discussed. Bergek & Norrman (2008) defined incubation as a 
platform designed to help start-up companies to improve survival rates, growth 
potential and competencies of the firms they serve. While, Brooks (1986) explained 
that incubation is a process through which an attitude of encouragement and support 
for start-up companies is fostered within the community. Hackett and Dilts (2004) 
reinforced the fact that incubation can be referred as a shared office-space facility 
that seeks to provide incubatees with strategic, value-adding intervention system of 
monitoring and business assistance. Business incubators constitute an environment 
especially designed to hatch enterprises. They provide their tenant companies with 
several facilities, from office space and capital to management support and 
knowledge. This allows the start-up to concentrate on its business plan and raises its 
success rate. (Aerts, 2008). 
Despite various views on the definition of business incubator, most 
researchers seem to associate incubation with co-location & shared services, business 
support service & advice, and internal & external network provision (Bollingtoft, 
2005). By providing various support services, incubation can be considered as one of 
the comprehensive platform for entrepreneurs to enable them to focus on their 
products/services compared to focusing on the company management (Fararishah, 
2012). New enterprises believed incubation is able to create conducive environment 
and provide them with integrated business support services to their enterprises.  
Based on that particular reason, new enterprises prefer choosing the incubation 
program as their alternatives to strengthen their business during start-up stage. Due to 
the benefits of incubation program, there is a growing demand for incubation 
program. It has been estimated that there are 3,500 incubation programs worldwide 
where 1,500 are in developing countries including Malaysia (Lalkaka, 2002).  
Malaysia also acquaints itself with techniques adopted by countries that have 
already reaped the benefits of business incubation in the initiatives to develop their 
new enterprise (Mohd. Yunos, 2001). Hänninen, (2012) observed that, incubators 
have been used as a part of strategies to achieve rapid economic growth in Malaysia 
to drive innovations and create job opportunities. Entrepreneurs rising from these 
areas are becoming more prominent and recognized as new engines of growth for 
Malaysia’s economy (Malaysia Plan, 2011). The existence of incubators itself is an 
evidence to support this effort. Based on a source from the National Incubation 
Network Association (NINA), there are 106 incubators throughout Malaysia. These 
incubators consist of NINA Members (Tech-based Incubators), Banks, Handicraft 
Incubators, Universities, MARDI (Agro-based), MECD and MARA (Indigenous/ 
Bumiputera).  
Although the main purpose of incubation is assisting new enterprise, on the 
other hand, incubator also needs to focus on generating income for its investors or 
stakeholders. Stakeholders have their own objectives and goals above leading 
support to incubator and effectiveness of incubator relates to the fulfillment of the 
respective objectives of stakeholder. Stakeholders consist of various parties, which 
include banks, universities, government sector, and most important is the 
incubatees/new tenants itself. Thus, its profitability and business sustainability 
become the central concern for operating an incubator (Lalkaka, 2002).  
However, there are several incubation programs that failed to fulfill the main 
purpose of their existence. For instance, some incubator fail to give comprehensive 
support services to support the incubatees for their survival and growth rate. Based 
on research conducted by Shane (2000) there is approximately only one-third of all 
new incubatees which are only able to survive more than three years after their 
establishment or their startup date and this can be classified as failure because the 
ideal or maximum period of tenancy is between two to three years. As reported by 
one of World Bank Group, Information Development (infoDev) (2010) claimed that 
incubation program have failure rates as high as 60 percent in the first five years and 
some evidence shows in developing country would even suggest it might reach up to 
80%. Economists have theorized several possible reasons for this high failure rate, 
including a lack of legitimacy and competitive advantage, low levels of institutional 
support, internal lack of coordination and irrelevant business services (Tesfatsion, 
2006).  
Based on the high rate of failure, this also indicates that, managing incubation 
program is quite complicated and has to deal with high risk when deciding the type 
of support services that should be provided. The types of business supports services 
provided by the incubator are changed over time and this also depends on the 
stakeholder’s capability in terms of finance, management skills and knowledge. 
There are no standard models or benchmark for all situations to follow in order to 
achieve the main purpose of incubation program.  
Although many of the services offered are typically alike, only some of the 
services are found to be crucial to the success of the tenant. Thus, it is important for 
the incubator to provide useful and relevant business support services to ensure the 
improvement in the survival and growth prospects of new enterprises under their 
supervision can be improved. This research highlight on the relevant business 
support services, which are more crucial and compatible that can contribute to the 
improvement of business performances and this is an interesting topic to be explored 
by the researcher. This topic, which discusses issues of determining the relevant 
support services, has also led to an interest among policy makers and industry leaders 
in identifying best practices in support services of incubators (Link, 2003). 
1.2 Problem Statement 
As stated above, there are various opinions and views regarding the 
perception towards ‘incubation’. This raises a big problem when the expectations of 
the tenants are not concomitant with the services provided by the incubator (Link and 
Scott, 2003). Unfortunately, some incubatees have failed to fulfil the requirement of 
the program. It is believed that one of the reasons for incubatees to fail in the 
incubation program might be related to the role played by the incubator itself. 
 
One aspect that illustrates the problem is probably due to the existence of the 
expectation gap between incubatee versus incubator towards incubator. For example, 
incubatee may have expected incubator to provide them with comprehensive support 
services while the incubators provides limited support and services. Therefore, 
incubation program is likely to face failure when both sides (incubatee and 
incubator) have different views or expectations towards their respective roles. In 
order to play the role as an incubator successfully, it is important for the incubator to 
provide useful business support services to ensure the improvement in the survival 
and growth prospects of start-ups and small firms at an early stage of development 
(Voisey, 2006).  
Khuram (2012) has identified the following support services that can 
contribute to the failure of the incubation program. When they are lacking, incubator 
can be considered fail in fulfilling the incubatee’s needs because those support 
services listed can be classified as fundamental or common support services. 
 
1. Lack of networking mediation,  
2. Lack of training program,  
3. Insufficient resources provision, 
4. And incompetence consultancy & management services  
Based on the research done by Khuram, she concludes that the finding shows 
positive results and indicates the new enterprises are well aware of the contemporary 
challenge. The listed roles of incubator are the major business support services 
needed by new enterprises and they are also very important for the success of their 
businesses. However, Khuram’s research carries few limitations, which are only 
focused on the women’s perspective for entrepreneurial development and this 
research was conducted in Pakistan’s perspective. Therefore, for the purpose of this 
research, the researcher decided to explore the role listed in detail, as the preferred 
support services remain unclear especially in Malaysia environment.  
In this study, the main purpose is to highlight the more preferred support 
services that the incubatees find useful and can contribute to their success. It is hoped 
that general guidelines for the future incubator in formulating their business strategy 
could be proposed. The preferred support services for Malaysia’s incubation are 
unknown and need to be explored and understood.  
1.3 Research Objectives  
Based on above explanation, the researcher came out with research objectives as 
follows: 
 
1. To critically examine the crucial support services that considered as 
important from the incubatee’s perspective. 
2. To critically examine the availability/quality of support services that has been 
rendered by the incubator based on the incubatee’s perspective. 
3. To critically examine the gap between incubatee’s perceptions of importance 
of support services listed with the existence availability/quality of the support 
services that have been provided by incubator. 
4. To examine either business performance of the incubatee can be associated 
by the existence gap or wise. 
1.4 Research Questions 
In order to achieve the objective of this study, the following research 
questions were addressed: 
 
1. What are the significant of networking mediation, training program, 
infrastructures facilities, and consultancy services as perceived by the 
incubatees? 
2. How was the availability/quality of the support services that have been 
rendered by the incubator based on the incubatee’s perspective? 
3. What is the gap between incubatees perceptions of importance of support 
services listed to with the existence availability/quality of the support services 
that have been provided by incubator? 
4. How does the gap associate with the business performance of the incubatees? 
1.5 Scope of Study 
The result obtained been taken from the perspective of incubatee. In terms of 
the unit analysis, this research focused on incubatees listed in National Incubation 
Network Association (NINA). The reason behind the researcher’s choice in choosing 
incubatees listed in NINA is because NINA is able to provide knowledge sharing on 
incubation or business acceleration among all incubators in Malaysia and Malaysia 
has been a member of NBIA since 1998. NINA‘s collaboration with a designated 
technopreneurship agency, Multimedia Development Corporation–Technopreneur 
Development Flagship (MDeC-TDF) division has facilitated in the development of 
technopreneurs and the growth of new enterprises into world-class companies 
(NINA, 2011). As mentioned by NINA, there are around 106 incubators centers in 
Malaysia. Each of the companies has different functions, carry out different activities 
and offer different services. They also come from different levels of maturity in the 
incubation program.  
The study only discussed on the more preferred support services, which the 
incubatees find compatible and useful which can contribute to the success of tenants 
during their start-up stage. More practically, this topic has also led to an interest 
among policymakers and industry leaders in identifying best practices support 
services of incubators (Link and Scott, 2003). However, this study only covered 
regarding incubator and did not touch on the impact of these roles towards the 
shareholders’ (Ex: government, supplier, vendor and etc.) expectation. 
1.6 Importance of the Study 
As described in the previous section, there is a problem related to the 
expectation of the tenants that is not concomitant with the services provided by the 
incubator. Therefore, the importance of the research is to determine the most 
effective solution for the problem in terms of incubation, specifically for Malaysia 
settings. This is to improve and develop Malaysia’s new enterprise to become 
competitive and is able to compete in worldwide economy. Moreover, it is hoped that 
this research able to assist the government to reduce the risk in their initiatives to 
help the new enterprises by providing proper guidelines in terms of preferred support 
services for incubator to manage their incubation program. 
At the end of this study, the incubator’s support services listed might gives an 
impact towards the business performance and the results can be a guide to help new 
incubators in providing comprehensive services to their tenants. The Department of 
Trade and Industry and Science and Technology will gain a lot as the result of this 
research has explored new finding. Meanwhile for academician, they also gain 
benefit from this study by increasing number of documented paperwork regarding 
Malaysia incubation. Besides, researcher has chosen to explored university based 
incubator and this would benefit new researcher that would like to involve in 
university based incubator issues. 
1.7 Summary 
Incubation considered as the vital element for economy and in economy 
downturn business incubation plays an important role to sustain its momentum. 
Therefore, it is important for the researcher to identify the importance and 
effectiveness of incubator services for the development of entrepreneur in the context 
of Malaysia. 
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